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PREFACE
THE accompanying "Uniform System of Accounts" for mutual service
and subsidiary service companies represents the first step in the development of uniformity in accounting in a field where quite diverse practices
have prevailed. In approaching the problem of standardizing accounting
procedure among the group of companies for which this system is designed,
it is observed that there arc important differences in the types of and the
extent to which service is rendered, in the form of the operating organization that has been developed in the several systems, in the departmentalization of such organizations and in the functions to which the activities
of the departments are directed.
It has been the Commission's task to provide a system comprehensive
enough to cover the field, yet elastic enough to permit adaptation to varying requirements; a system which, faithfully applied, will provide information essential in the administration of section 13 of the Public Utility
Holding Company Act of 1935, will be workable and reasonably simple
from an operating viewpoint, and free from unnecessary complexities or
burdensome requirements which might render it incompatible with the
interests of investors and consumers.
The "expense" accounts provided have been designed to show the cost
of each general class of service furnished by the companies and with a view
to securing an equitable allocation thereof to the companies served.
Consideration was given to a further and more extended classification
of service costs so as to more extensively identify them with the several
functional processes of the companies served. In this connection, consideration was also given to the practicability, at this time, of imposing
more precise requirements in respect of time and incidental expense
records with a view to securing a more exact allocation of all expense
assignable to the several functional processes. While these are desirable
objectives, the Commission does not believe that it has sufficient data at
present to prescribe a more extensive functional classification. It is
believed that the results to be obtained from the system now prescribed,
together with the more detailed information to be called for in the annual
reports, will supply a better basis than now available for determining
the extent to which further functionalization of the accounts and more
precise allocation of costs profitably may be carried. The Commission
proposes to make a further study of this question and to take such further
action as may be deemed necessary or desirable.
Some criticism has been directed to certain provisions which involve
matters of accounting theory. Although these criticisms admittedly
have merit, not all of them have been given recognition, for the reason
v
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that their importance in this system of accounts seemed not to outweigh
certain practical considerations in the interests of brevity or otherwise.
In the preparation of this system of accounts the Commission invited
the cooperation of accounting officers of public utility holding companies
and of the American Institute of Accountants. As a result, the Commission was accorded the active cooperation of a committee of accounting
officers of the industry and also of the Special Committee on Public
Utility Accounting of the American Institute of Accountants. These
committees met with representatives of the Commission in conference
at which extended discussion was had on the various issues involved in
this undertaking. Criticisms and suggestions were submitted also by
members of the Committee on Statistics and Accounts of the National
Association of Railroad and Utilities Commissioners all of which have
been carefully considered.

ACTION OF THE COMMISSION
PRESCRIBING T H I S SYSTEM O F ACCOUNTS

THE Securities and Exchange Commission, acting pursuant to the
authority granted by the Public Utility Holding Company Act of 1935,
particularly sections 13, 15, and 20 (a) thereof, and finding such action
necessary and appropriate in the public interest and for the protection of
investors and consumers, for the enforcement of the provisions of said
section 13 and the rules and regulations thereunder, and to carry out the
provisions of said Act, hereby adopts the following rule and the Uniform
System of Accounts for Mutual and Subsidiary Service Companies under
the Public Utility Holding Company Act of 1935, referred to in said rule
and annexed thereto:
RULE 13—50. Accounts and records of mutual and subsidiary service companies. Every
mutual service company and every company whose organization and conduct of business the Commission has found, pursuant to rule 13—22, sufficient to meet the requirements of section 13 (b), shall keep such accounts, cost-accounting procedures, correspondence, memoranda, papers, books, and other records, in such manner and preserve
them for such periods, as are prescribed in the Uniform System of Accounts for Mutual
and Subsidiary Service Companies under the Public Utility Holding Company Act of
1935, dated May 12, 1936, and shall keep no other records with respect to the same
subject matter except (1) records other than accounts, (2) records required by State
law, (3) subaccounts or supporting accounts which are not inconsistent with the accounts
required by such uniform System; and (4) such other accounts as may be authorized
by the Commission. This rule shall become effective August 1, 1936, except that a
company as to which the Commission does not grant such approval, or make such
finding, until after that date shall not be subject to this rule until the first of the month
following such approval or finding.

*

*

*

*

*

Attention is called to other rules of the Commission under section 13
of the act, providing for the approval of mutual service companies, organization and conduct of subsidiary service companies, the limitation of certain transactions to cost, and other matters pertaining to the performance
of services or construction for, or the selling of goods to, companies which
are members of registered holding company systems. These rules are not
repeated in this system of accounts.
VII
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Uniform System of Accounts for M u t u a l Service
Companies and Subsidiary Service Companies
GENERAL INSTRUCTIONS
COMPANIES FOR WHICH THIS SYSTEM OF ACCOUNTS IS PRESCRIBED
This system of accounts is designed for use by:
A. Any company operating, or organized to operate, as a mutual service company
under the provisions of Section 13 of the Public Utility Holding Company Act of 1935,
and
B. Any subsidiary company whose organization and conduct of business the Commission has found sufficient to meet the requirements of Section 13(b) of the Public Utility
Holding Company Act of 1935, with respect to the performance of services or construction work for, or the sale of goods to, associate companies.
A P P L I C A T I O N T O COMPANIES D E R I V I N G P R O F I T F R O M
CERTAIN SOURCES

While this accounting system is designed for companies whose principal business is the performance of services or construction for, or the sale
of goods to, associate companies, at cost, it contemplates situations in
which the company may perform service or construction, or make sales
under circumstances when the rules of the Commission permit a charge
at a price in excess of cost. In recognition of the element of profit in
such cases, an account is included in the "Income" group for "service
rendered at other than cost."
GENERAL STRUCTURE OF ACCOUNTING SYSTEM
The accounts herein provided are embraced in the following general
groups:
Balance sheet accounts
Income accounts
Surplus accounts.

The "Income" accounts include, under separate divisions, accounts for
recording the revenue or income which the company becomes entitled to
receive and also appropriate accounts for all expenses of operation, maintenance, taxes, and interest, including all elements of cost allocable to the
service performed, except compensation for the use of necessary capital
procured through the issue of capital stock, or other form of proprietary
interest.
74609°—36
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SECURITIES AND E X C H A N G E COMMISSION
C O N S T R U C T I O N AND SALES A C C O U N T I N G

Specific accounts have not been provided in which to classify expenditures made in the performance of construction contracts, under which the
company undertakes to construct physical property for associate companies
or others. T h e differences in the nature of undertakings which will be
embraced in such contracts render impracticable an attempt to prescribe
the accounts, applicable in all cases. T h e company shall keep records to
show the cost of each construction project and the amount of service costs
allocated thereto, and such additional classification of expenditures relating to a construction project as will meet the accounting requirements of
the company for which the work is performed.
Service costs allocated to construction shall include the proper proportion
of salaries, expense of officers and employees, and other expense of maintaining the company's organization and equipment. Cost of materials,
construction payrolls, including pay of employees on the company's regular
staff specifically assigned to construction work (see account 210 note B)
and other expenses directly assignable to construction work, shall be excluded from service costs and charged directly to the construction project
involved.
Service costs allocated to sales shall include only the costs of the service
performed by the company in connection with the sale of goods to customers. T h e cost of goods sold shall not be included in expenses as a part of
service costs, but should be charged directly to the customer concerned.
T h e company shall keep records to show the amount of goods sold to each
customer and the amount of service costs allocated thereto.
DETERMINATION OF COST OF SERVICE
Service at cost and a fair sharing of such cost require, first of all, an
accurate accounting for the elements which make u p the aggregate expense
of conducting the business of the servicing company. I n the accounts
herein prescribed the total amounts included in the several expense accounts during any period plus such amount as properly may be added as
compensation for the use of capital not otherwise compensated constitute
cost during such period.
ALLOCATION OF COST OF SERVICE
T h e total cost as thus determined requires classification and allocation:
A. If service or construction is performed for, or sales are made to, customers with
whom transactions are not required by the rules of the Commission to be at cost, there
shall be allocated to such business (in accordance with the principles set forth in paragraph B below) an equitable portion of the servicing company's total cost of operation
for the period. The balance is allocable among the companies serviced at cost.
B. The amounts allocable to the companies with which transactions are required to be
at cost shall be equitably allocated in accordance with sound accounting procedure.
Direct charges shall be made so far as costs can be identified and related to the particular
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transactions and/or customers without excessive effort or expense. Amounts not so
charged shall be allocated fairly and equitably among such companies.
C. The amount allocable to companies serviced at cost shall be accounted for so as to
segregate the amount applicable to construction services or construction work performed
for such companies, in a manner adequate to meet their accounting requirements.
(See also General Instructions "Construction and Sales Accounting", page 2.)
D E P A R T M E N T A L CLASSIFICATION R E Q U I R E D

The importance of "salaries" as an element of cost requires analysis of
this item of expense. The departmental organization which the company
maintains for operating purposes affords a basis readily available for such
analysis. Accordingly, each company will be required to furnish, in its
annual report to the Commission, a departmental classification of the items
in "Salaries" account to such extent as the Commission deems requisite.
RECORDS

The books of account and other records of the company shall be so kept
as to show fully the facts pertaining to all entries in these accounts. All such
entries shall be supported by such detailed information as will permit ready
identification and analysis.
The books and records referred to herein include not only accounting
records in a limited technical sense, but all other records such as minute
books, stock books, reports, memoranda, etc., which may be useful in
developing the history of or facts regarding any transaction of the company.
Except as otherwise authorized by the Commission, the company shall
preserve permanently all books, reports, invoices, memoranda, correspondence, maps, and other papers and documents which support the entries to
any of the accounts prescribed herein and are necessary or useful in
analyzing the accounts or developing the facts concerning any transaction.
Accounts which are clearly summaries of other accounts or of subaccounts
provided for herein are not required to be kept in the company's books.
Companies may subdivide any of the accounts, provided such subdivisions
do not impair the integrity of the prescribed accounts. The titles of all subdivisions or subaccounts shall refer by number or title to the accounts of
which they are subdivisions.
Clearing accounts may be kept when necessary or useful in making the
proper distribution of items to the appropriate accounts prescribed herein.
As of the effective date of this system of accounts, the several accounts
prescribed herein shall be opened by transferring thereto the balances
carried in the accounts previously maintained by the company. The
company is authorized to make such subdivisions, reclassification, or consolidations of such balances as are necessary to meet the requirements of
this system of accounts.
DEFINITIONS

When used in this system of accounts:
"Accounts" or "These accounts" means the accounts in this system of
accounts.

4
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"Actually outstanding" as applied to certificates of capital stock or
evidences of funded debt, means those which have been issued and are
not held by or for the company or in its sinking or other funds.
"Affiliate" of a specified company means—
(A) any person that directly or indirectly owns, controls, or holds with power to
vote, 5 per centum or more of the outstanding voting securities of such specified
company;
(B) any company 5 per centum or more of whose outstanding voting securities arc
owned, controlled, or held with power to vote, directly or indirectly, by such specified
company;
(C) any individual who is an officer or director of such specified company, or of
any company which is an affiliate thereof under clause (A) of this paragraph; and
(D) any person or class of persons that the Commission determines, after appropriate notice and opportunity for hearing, to stand in such relation to such specified
company that there is liable to be such an absence of arm's-length bargaining in transactions between them as to make it neccesary or appropriate in the public interest or
for the protection of investors or consumers that such person be subject to the obligations, duties, and liabilities imposed in this title upon affiliates of a company. (Title
I, Public Utility Act of 1935, Sec. 2 (a) (11).)

"Associate company" of a company means any company in the same
holding-company system with such company. "Holding company system" means a holding company with all its subsidiaries and all mutual
service companies of which such holding company or any subsidiary
company thereof is a member company.
"Book cost" means the amount at which assets are recorded in the
accounts of the company (without deduction of any related reserves or
other items).
"Book liability" means the amount at which securities issued or assumed
by the company and other liability items are recorded in the accounts of
the company.
"Commission" means the Securities and Exchange Commission.
"Company" or "the company", when not otherwise indicated in the
context, means the accounting company.
"Debt expense", as applied to funded debt, means all expense in connection with the issue and sale of evidences of debt.
"Discount", as applied to actually outstanding securities issued or
assumed by the company, means the excess of the par value of the securities plus interest or dividends accrued at the date of sale over the current
money value of the consideration received therefor.
"Member company" means a company which is a member of an association or group of companies mutually served by a mutual service company.
"Mutual service company" means a company approved by the Commission as a mutual service company under Section 13 of the Public
Utility Holding Company Act of 1935.
"Premium", as applied to actually outstanding securities issued or
assumed by the company, means the excess of the current money value
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of the consideration received at their sale over the sum of their par value
and interest or dividends accrued at the date of the sale.
UNAUDITED ITEMS
When the amount of any known item affecting these accounts cannot
be accurately determined in time for inclusion in the accounts of the
fiscal year in which the transaction occurs, the amount of the item shall
be estimated and included in the proper accounts. W h e n the item is
audited, the necessary adjustments shall be m a d e through the accounts
in which the estimate was recorded. If during the interval between the
date of inclusion of the item in the accounts and the date on which it is
audited, a substantial difference from the initial estimate is determined,
appropriate adjustments shall be made in the current accounts to cover
such difference. T h e company is not required to anticipate minor items
which would not appreciably affect these accounts.
DELAYED ITEMS
T h e term "delayed items" means items relating to transactions which
occurred before the current fiscal year but which were not recorded in
the books of accounts in such prior year. It includes adjustments of errors
in the income and expense accounts of prior years.
Delayed items shall be charged or credited to the same accounts which
should have been charged or credited if the items had been taken u p or
adjusted in the period to which they pertained.
SUBMISSION OF QUESTIONS
T o promote and maintain uniformity in accounting, the company
shall submit all questions of doubtful interpretation of the prescribed
accounting to the Commission for consideration and decision.
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BALANCE SHEET ACCOUNTS
ASSET AND O T H E R DEBIT A C C O U N T S
INVESTMENTS

100. Office F u r n i t u r e and Miscellaneous Equipment
This account shall include the book cost of office furniture and miscellaneous equipment, having an expected life in service of more than one
year, including desks, chairs, tables, movable safes, filing cabinets, book
cases, lockers, fans, floor coverings and other similar items of furniture and
equipment; typewriters, postal scales, adding and calculating machines,
addressographs, and other mechanical office appliances; also laboratory
equipment, libraries, automobiles, and other transportation equipment
used for general purposes.
101. Construction Equipment
This account shall include the book cost of construction equipment,
having an expected life in service of more than one year, including boilers,
engines, motors, hoists, concrete mixers, pumps, air compressors, riveters,
lathes, pipe machines, forges, steam hammers, pile drivers, steam shovels,
trenching machines, trucks, automobiles, and other equipment of a permanent character used for construction purposes.
The cost of repairs to equipment shall be charged to account 227, "Construction equipment supplies and expense."
102. O t h e r Investments
This account shall include the book cost of the company's investment not
otherwise provided for.
Such investments embrace securities issued or assumed by associate companies or others and advances to them on notes or open account when such
advances are not subject to current settlement; also real estate, and other
miscellaneous investments not includible in other investment accounts.
This account shall be subdivided to show the book cost of investments in
(a) associate companies and (b) miscellaneous investments.
Records supporting the entries to this account shall be so kept that the
company can furnish complete information concerning any investment
included in the account.
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COMMISSION

ORGANIZATION

105. Organisation
This account shall include expenditures incident to incorporation or
other form of organization of the company.
Include in this account fees paid to governments for the privilege of
incorporation; legal and office expense incident to organizing the company;
cost of stock and minute books and corporate seal; cost of preparing and
filing amendments to certificate of incorporation; and special counsel and
other fees and expenses in mergers, consolidations, and reorganizations.
The balance in this account may be written off in such manner and over
such period as the Commission may approve.
NOTE A.—When charges are made to this account for expenses incurred in mergers,
consolidations, or reorganizations, amounts previously included in this account on the
books of the various companies concerned shall not be carried over.
NOTE B.—This account shall not include any discounts on securities issued, nor shall
it include costs incident to negotiating loans, selling bonds or other evidences of debt,
or expenses in connection with the authorization, issuance, sale, or resale of capital stock.
CURRENT ASSETS

110. Cash
This account shall include the amount of current funds available for use
on demand in the hands of financial officers and agents, or deposited in
banks or trust companies.
111. Notes Receivable
This account shall include the book cost of demand or time notes, bills
and drafts receivable, or other similar evidences (except interest coupons)
of money receivable on demand or within a period of time not exceeding
1 year from date of issue.
This account shall be subdivided to show notes receivable of (a) associate
companies and (b) others.
NOTE.—Obligations of associate companies any part of which matures more than
1 year from date of issue and notes evidencing investment advances shall be included in
account 102, "Other investments."

112. Accounts Receivable
This account shall include amounts owing the company by
corporations, firms, or individuals on open accounts.
This account shall be subdivided to show the amount owing by (a)
associate companies and (b) others.
113. Unbilled Charges
This account shall include the amount of costs of services and of construction or of goods sold, which have not been billed to associate companies or
others at the date of the balance-sheet statement.
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This account shall be subdivided to show the amount of unbilled charges
relating to (a) associate companies and (b) others.
N O T E . — I t is not intended that this account shall include expenditures which although
made on behalf of associate companies or others do not pertain to sales of goods or performance of services or construction by the accounting company. Such expenditures
should be charged directly to the client concerned.

114. O t h e r C u r r e n t Assets
This account shall include all current assets not provided for elsewhere,
such as materials and supplies, working funds, interest receivable, and other
miscellaneous current assets.
CAPITAL-STOCK DISCOUNT AND EXPENSE

115. Discount o n Capital Stock
This account shall include all discounts suffered in connection with
the issuance and sale of capital stock. Records supporting the entries to
this account shall be kept to show the discount on each class and series of
capital stock.
Discount relating to a particular class and series of capital stock may be
offset or reduced to the extent that net gain from reacquisition of, and
premium and assessments on, the same class and series of capital stock are
included in capital surplus.
A debit balance in this account may be amortized or written off to
earned surplus, or to capital surplus to the extent indicated in the preceding paragraph.
When any issue of capital stock, or any part thereof, is reacquired, there
shall be credited to this account the amount of discount applicable to such
stock reacquired and concurrent charge made to earned surplus, or to
capital surplus to the extent indicated in the second preceding paragraph.
NOTE.—This account shall not include discount in connection with the acquisition
and resale of the company's capital stock.

116. Commissions and Expense o n Capital Stock
This account shall include commissions and expense incurred in connection with the issuance and sale of first and subsequent issues of capital
stock. Records supporting the entries to this account shall be kept to
show commissions and expense on each class and series of capital stock.
The expense chargeable to this account shall include all such expenses not
includible in account 105, "Organization."
Commissions and expense relating to a particular class and series of
stock may be offset or reduced to the extent that net gain from reacquisition of, and premium and assessments on, the same class and series of
stock are included in capital surplus.
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A debit balance in this account may be amortized or written off to
earned surplus, or to capital surplus to the extent indicated in the preceding paragraph.
When any issue of capital stock, or any part thereof, is reacquired,
there shall be credited to this account the amount of commissions and
expense applicable to such stock reacquired, and concurrent charge made
to earned surplus, or to capital surplus to the extent indicated in the second
preceding paragraph.
NOTE.—This account shall not include commissions and expense in connection with
the acquisition and resale of the company's capital stock.
DEFERRED CHARGES

120. Prepayments
This account shall include amounts representing prepayments. The
account shall be kept in such manner as to disclose the balance in each
of the following classes: (a) Taxes, (b) Insurance, (c) Interest, (d) Rents,
(e) Miscellaneous. As the term expires for which the prepayment was
made, this account shall be credited at monthly intervals and the appropriate account charged. Minor prepayments may be charged direct to
final accounts.
121. O t h e r Deferred Charges
This account shall include unamortized discount and expense on longterm debt; and also all other deferred charges not provided for elsewhere,
the proper final disposition of which has not been determined. Whenever
the proper disposition of any item included in this account is determined
the amount thereof shall be credited to this account and concurrently
charged elsewhere as appropriate; provided, that discount and expense on
debt and other items applicable to future accounting periods shall be
amortized by periodic charges to the appropriate accounts in such amounts
and over such periods of time as shall be determined to be proper; provided
further, that debt discount and expense incurred in connection with the
issue of long-term debt shall be amortized by the consistent application of
a rule by which the entire amount of discount and expense pertaining to
any issue shall be amortized through such regular charges to income as
will equitably distribute the balance thereof during the life of such issue
unless the company elects to charge the amount of the unamortized portion
thereof to earned surplus.
In case an issue of long-term debt is retired prior to maturity and not in
connection with a refunding operation any remaining balance of unamortized discount and expense pertaining to the issue shall be charged to earned
surplus.
In case an issue of long-term debt is refunded and at the date of refunding
there is a balance of unamortized discount and expense relating to the issue,
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the amount of such balance together with any premium paid in retiring the
issue shall be charged to earned surplus or amortized in accordance with
such rules, regulations, or orders, as the Commission may issue.
This account shall be so kept that the company can furnish complete
information concerning each deferred charge included in the account.
REACQUIRED SECURITIES

125. Reacquired Capital Stock
This account shall include the par value of capital stock issued or assumed
by the company and reacquired by it and held uncanceled, except reacquired stock which is to be held in sinking or other funds. Stock without
par value shall be included in this account at the proportionate amount at
which the particular class and series of stock is included in account 150,
"Capital stock."
The difference between the amount at which capital stock is included in
this account and the amount paid by the company for such stock, including
commissions and expense in connection with the reacquisition, shall be
credited or debited at the time of reacquisition to account 190, "Capital
surplus", provided, however, that the excess of a debit over the amount of
accumulated net gains included in capital surplus arising from reacquisition
or resale of capital stock shall be charged to earned surplus.
When reacquired capital stock is sold the difference between the amount
at which such stock is included in this account and the net sale price realized
shall be disposed of as provided in the preceding paragraph.
Records supporting the entries to this account shall be maintained to show
particulars concerning each class and series of stock included therein.
126. Reacquired Long-Term Debt
This account shall include the par or face amount of bonds or other longterm debt of the company reacquired and held uncanceled, except bonds
or other long-term debt held in sinking or other funds.
The difference between the par or face amount of bonds or other long-term
debt included in this account and the amount paid by the company for such
securities, including commissions and expenses paid in connection with the
reacquisition, shall be credited or debited to account 305, "Other credits to
earned surplus", or account 315, "Other debits to earned surplus", as may
be appropriate. Concurrently the portion of unamortized premium, discount, and expense relating to the long-term debt reacquired shall be
credited or debited as appropriate to account 305, "Other credits to earned
surplus", or account 315, "Other debits to earned surplus."
When reacquired bonds or other long-term debt are resold by the company, the par or face amount of the securities shall be credited to this
account, and the difference between such amount and the net sale price
realized shall be credited or debited to account 305, "Other credits to
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earned surplus", or account 315, "Other debits to earned surplus", as
appropriate.
Records supporting the entries to this account shall be maintained to show
particulars concerning each class and series of long-term debt.
LIABILITY AND OTHER CREDIT ACCOUNTS
CAPITAL STOCK AND D E B T

150. Capital Stock
This account shall include the total par value, the stated or assigned
value, or (in case of stock without par or assigned value) the money value
of the consideration received, in respect of capital stock or other form of
proprietary interest in the company which has been issued to bona fide
purchasers and has not been reacquired and canceled. Appropriations of
surplus which have been transferred to nonpar stock account shall also be
included.
A separate subaccount shall be maintained for each class and series of
stock showing the number of shares authorized by the articles of incorporation and amendments thereto, the number of shares issued, the number
reacquired and canceled, the number outstanding, and the book liability
therefor.
When capital stock is retired and canceled this account shall be charged
with the amount at which such stock is carried in this account. In the case
of nonpar stock the amount to be charged hereto shall be the proportion,
applicable to the reacquired shares immediately prior to reacquisition, of
the total book liability included herein of actually outstanding shares of the
particular class and series of stock of which the reacquired shares are a part.
151. Long-Term Debt
This account shall include the, face amount of long-term debt (except
indebtedness to associate companies as defined in account 152), maturing
more than one year from date of issue, issued or assumed by the company
and not retired or canceled.
Include in this account the face amount of mortgage bonds, equipment
notes, and other miscellaneous funded obligations.
The account shall be subdivided to show the particulars in respect of each
class of long term debt issued and outstanding.
NOTE.—The face amount of serial obligations, any part of which matures more than
one year from date of issue, shall be included in this account.

152. Indebtedness t o Associate Companies
This account shall include advances made by the associate company or
companies owning the capital stock of the company. Include in this
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account the face amount of notes issued and the amount of open accounts
representing such advances. The account shall be subdivided to show the
amount of (a) notes and (b) open accounts.
NOTE A.—The records supporting the entries to this account shall be so kept that the
company can furnish complete information concerning each note or open account.
NOTE B.—Notes and open accounts representing indebtedness subject to current settlement when incurred should be included in accounts 160 and 161, as appropriate.
CURRENT LIABILITIES

160. Notes Payable
This account shall include the face amount of notes, drafts, and similar
evidences of indebtedness (except interest coupons) issued or assumed by
the company, which are payable on demand or not more than one year
from date of issue. The account shall be subdivided to show the amount
of notes payable to (a) banks, (b) associate companies, and (c) others.
NOTE.—The records supporting the entries to this account shall be so kept that the
company can furnish complete information concerning each note included in the
account.

161. Accounts Payable
This account shall include the amount of unpaid vouchers, accrued pay
rolls, and open accounts owing to creditors. The account shall be subdivided to show the amount of accounts payable owing to (a) associate
companies and (b) others.
162. Accrued Interest
This account shall include the amount of interest on indebtedness of
the company accrued to the date of the balance sheet statement. The
account shall be subdivided to show the amount of interest accrued on
indebtedness to (a) associate companies and (b) others.
163. Accrued Taxes
This account shall include the amount of unpaid taxes accrued.
164. O t h e r C u r r e n t Liabilities
This account shall include all liabilities of a current character which are
not includible in accounts 160 to 163, inclusive.
DEFERRED CREDITS

170. Deferred Credits
This account shall include the amount of credit balances in suspense
accounts that cannot be properly disposed of until additional information
is available.
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RESERVES

180. R e s e r v e f o r D e p r e c i a t i o n
It is the purpose of the reserve to accumulate during the useful life of the
property an amount sufficient to write off the book cost, plus cost of
removal, less salvage, of all classes of property included in account 100,
"Office furniture and miscellaneous equipment," and account 101, " C o n struction equipment."
Credits to this account shall be made in such a way that operations of
each year shall bear a proportionate share of the burden.
Debits shall be made in such a way as to accomplish the purpose stated.
T o the extent that credits are made to this account such amounts shall be
included in account 222, "Office furniture and miscellaneous equipment
expense", and account 227, "Construction equipment supplies and expense", as may be appropriate.
Any balance which, at the effective date of this system of accounts, the
company may be carrying in retirement or depreciation reserves with respect to its property, shall be transferred to this account, and used for the
purposes herein provided, subject to such ultimate disposition as the Commission may direct in respect of any excess thereof not required for such
purposes.
181. O t h e r R e s e r v e s
This account shall include the net balance in each reserve maintained
by the company, except reserve for depreciation.
A subdivision of this account shall be provided for each reserve, the title
of which shall indicate the purpose for which the reserve is maintained.
T h e amount of each reserve shall be shown in the balance sheet statement.
When a reserve is maintained as a measure of estimated loss expected
to be sustained with respect to specific assets such reserve for balance sheet
purposes may be deducted, at the option of the company, from the book
cost of the asset or group of assets to which the reserve relates, provided
such assets shall be included at their book cost and the amount of the applicable reserves separately shown.. Such reserves as are not deducted
from asset accounts shall be shown in the balance sheet statement under
account 181, " O t h e r reserves."
T h e records pertaining to each reserve shall be kept in such manner that
the company can readily furnish information in respect of the charges and
credits made thereto during each accounting period.
SURPLUS

190. C a p i t a l S u r p l u s
This account shall include the net balance of surplus debits and credits,
if any, which are not properly includible in earned surplus.
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Include in this account such items as amounts paid in for capital stock
over amounts credited to account 150, "Capital stock", in respect of such
stock; net gains from reacquisition or resale of the company's stock; surplus
arising from donations of the company's stock by stockholders, or from a
reduction in the par or stated value of the company's stock; forgiveness of
debt of the company; and surplus from other sources which may be properly includible herein.
This account shall be kept in such manner that the company can furnish
details as to the nature and amount of the items included.
191. Earned Surplus
This account shall include the balance, if any, in earned surplus account.

INCOME ACCOUNT
INCOME:

Page

200. Service rendered at cost
201. Service rendered at other than cost
202. Miscellaneous income

16
17
17

Total income.
EXPENSES:

210.
211.
212.
213.
214.
215.
216.
217.
218.
219.
220.
221.
222.
223.
224.
225.
226.
227.
228.
240.
241.

Salaries
Expenses of officers and employees
Directors' fees and expenses
Legal service—special
Engineering service—special
Tax service—special
Auditing service—special
Other service—special
Advertising
General office and other rents
Telephone and telegraph
Stationery and printing
Office furniture and miscellaneous equipment expense
Other office supplies and expenses
Insurance
Dues and memberships
Contributions and donations. .
Construction equipment supplies and expense
Other expenses
Taxes
Interest

17
18
18
18
18
18
19
19
19
19
20
20
20
21
21
21
21
22
22
22
23

Total expenses.
Net income.
DISTRIBUTION OF INCOME:

250. Income distributed to associate companies
300. Net income balance (to earned surplus)

23
24

INCOME ACCOUNTS
INCOME
200. Service Rendered at Cost
This account shall include amounts charged by the company to associate
or member companies and others for service rendered at cost.
Credits to this account may be made upon an estimated basis which
shall conform as nearly as may be possible to actual cost, provided, that
16
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at stated intervals adjustment to actual cost shall be made. Such adjustment may be made at intervals during the year, but final adjustment
shall be made as of the end of the fiscal year unless circumstances in a
particular instance render the adjustment impracticable. Overcharges
or undercharges arising from adjustments of estimated to actual cost
should be cleared through this account and concurrent adjustments
made to other accounts involved.
This account shall be subdivided to show separately the amount billed
for (a) recovery of expenses, and (b) compensation for the use of capital.
201. Service Rendered at Other T h a n Cost
This account shall include amounts charged to clients by the company
for service rendered at a price other than cost.
This account shall be subdivided to show separately the amount billed
for (a) recovery of expenses, (b) compensation for the use of capital, and
(c) any other component.
202. Miscellaneous Income
This account shall include all miscellaneous revenues or income not
includible in the foregoing income accounts, such as interest, dividends,
and discounts not otherwise applied.
EXPENSES
GENERAL NOTE.—Records supporting the charges to each expense account shall be
kept in such manner that the company can, if so required, report separately the amount
of charges included therein representing transactions with (a) associate companies,
(b) affiliates other than associate companies, and (c) companies, firms or individuals
that are neither associate companies nor affiliates.

210. Salaries
This account shall include the pay of all persons in the regular employ
of the company.
Include in this account the pay of officers, their assistants, attorneys,
engineers, accountants, clerks, stenographers, typists, messengers, telephone operators, and all other employees.
Records supporting the charges to this account shall be kept in such
manner as to show, in respect of each department of the company, the
employees included thereunder and their respective salaries.
NOTE A.—Special fees paid for legal or other professional service rendered by persons
outside the regular staff of the company are not includible in this account. (See
accounts 213 to 217, inclusive.)
NOTE B.—Salaries of employees specifically assigned to construction work shall be
credited to this account and charged to the construction project involved.
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211. Expenses of Officers and Employees
This account shall include expenses of officers and employees whose
salaries are charged to account 210 "Salaries."
Include in this account railway, automobile, and other transportation
service, meals, lodging, and other incidental expenses, cost of meals incident to overtime work, and other similar items.
Records supporting the charges to this account shall be kept in such manner as to show, in respect of each department of the company, the amount
of expense of each employee thereof.
NOTE A.—Expenses of employees specifically assigned to construction work shall be
credited to this account and charged to the construction project involved.
NOTE B.—This account shall not include expenditures made by officers or employees
in behalf of associate companies or others, which do not represent costs of performing
services by the accounting company.

212. Directors' Fees and Expenses
This account shall include fees, traveling and other incidental expense
payable to directors of the company for attendance at board or committee
meetings.
This account shall be kept in such manner that the company can furnish, if required, the amount of fees and the amount of expenses paid to
each director.
213. Legal Service—Special
This account shall include the cost of legal services rendered by firms
or individuals outside the company, including other service companies.
Include in this account fees, retainers, and expenses of counsel and
attorneys specially employed.
NOTE.—Salaries and expenses of counsel and attorneys in the legal department of the
company shall be included respectively in account 210, "Salaries", and account 211,
"Expenses of officers and employees."

214. Engineering Service—Special
This account shall include the cost of engineering services rendered by
firms or individuals outside the company, including other service companies.
Include in this account fees and expenses of engineers specially employed.
NOTE.—Salaries and expenses of engineers in the engineering department of the
company shall be included respectively in accounts 210, "Salaries", and account 211,
"Expenses of officers and employees."

215. T a x Service—Special
This account shall include the cost of service rendered by firms or
individuals outside the company, including other service companies, in all
matters pertaining to taxes.
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Include in this account fees and expenses of tax consultants, experts,
accountants, and others specially employed for tax work.
NOTE.—Salaries and expenses of regular employees engaged in tax matters shall be
included in account 210, "Salaries", and account 211, "Expenses of officers and
employees."

216. A u d i t i n g S e r v i c e — S p e c i a l
This account shall include the cost of audits or investigations made by
firms or individuals outside the company, including other service companies
Include in this account fees and expenses of auditors, their assistants, and
others specially employed for audits or investigations.
NOTE.—Salaries and expenses of auditors and their assistants in the regular employ
of the company shall be included respectively in account 210, "Salaries," and account
211, "Expenses of officers and employees."

217. O t h e r S e r v i c e — S p e c i a l
This account shall include the cost of other services rendered by firms or
individuals outside the company, including other service companies, not
includible in accounts 213 to 216, inclusive.
Include in this account fees and expenses of firms or individuals specially
employed for such services.
This account shall be so kept that the company can report the cost of
each kind of service.
NOTE.—Salaries and expenses of regular employees of the company shall be included
respectively in account 210, "Salaries", and account 211, "Expenses of officers and
employees".

218.

Advertising

This account shall include fees paid to advertising agents; cost of printing, publishing, and distributing folders and other advertising matter;
advertising in newspapers and periodicals for the purpose of securing
business; amounts paid for the use of radio broadcasting facilities for
advertising purposes and cost of radio programs; and amounts paid for
advertising through other media.
NOTE A.—No amount for salaries and expenses of regular employees of the company
shall be included in this account.
NOTE B.—The cost of publishing corporate and financial notices shall be charged
to account 228, "Other expenses".

219. G e n e r a l Office a n d O t h e r R e n t s
This account shall include rental for space occupied in buildings for
general offices and other purposes (except for construction), vault and
safety-deposit box rents, and rentals for office, laboratory, or other similar
equipment.
NOTE.—Rentals for telephone and other communication equipment shall be charged
to account 220, "Telephone and telegraph."
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220. T e l e p h o n e a n d T e l e g r a p h
This account shall include the cost of telephone and telegraph service,
exclusive of salaries of telephone, telegraph, and teletypewriter operators,
and other employees engaged in the operation of communication equipment.
Include in this account amounts payable to telephone and telegraph
companies for local and long distance service, including charges for the
use of private exchange switchboards, teletypewriters, leased or rented
lines, and other equipment regularly used by the company for communication purposes.
NOTE A.—Charges for the use of radio broadcasting facilities for advertising purposes
shall be charged to account 218, "Advertising."
NOTE B.—Salaries of telephone, telegraph, and teletypewriter operators and other
employees regularly engaged in the operation of communication equipment shall be
charged to account 210, "Salaries."

221. S t a t i o n e r y and P r i n t i n g
This account shall include the cost of stationery and printing, and
stationery supplies, except as provided for elsewhere.
NOTE A.—The cost of printing briefs and other legal papers shall be charged to
account 228, "Other expenses." The cost of printing signs, posters, and other advertising matter shall be charged to account 218, "Advertising."
NOTE B.—The cost of repairing typewriters, duplicating machines, multigraph
machines, and other office appliances shall be charged to account 222, "Office furniture
and miscellaneous equipment expense."

222. Office F u r n i t u r e a n d M i s c e l l a n e o u s E q u i p m e n t E x p e n s e
A. This account shall include the cost of repairs to office furniture and
equipment, including calculating machines, typewriters, duplicating
machines, multigraph machines, mimeograph machines, and other mechanical office appliances; also cost of repairs to automobiles and other miscellaneous equipment, except automobiles and other equipment used for
construction purposes.
This account shall include the cost of items having an expected life in
service of not more than 1 year and not included in account 100, "Office
furniture and miscellaneous equipment."
B. This account shall include in an appropriate subdivision thereof,
annually, the amount charged to operation for depreciation of property
included in account 100, "Office furniture and miscellaneous equipment."
NOTE.—Repairs to and provision for depreciation of equipment used for construction
purposes shall be charged to account 227, "Construction equipment supplies and
expense."
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O t h e r Office Supplies and Expenses

This account shall include the cost of office supplies and expenses not
chargeable to other accounts.
Include in this account the cost of light and power, fuel, heat, ice,
cleaning supplies, and towel service; postage, freight and express charges;
books, periodicals, and newspapers; charts, maps; and other similar items;
also all office supplies not chargeable elsewhere.
NOTE.—No amount for salaries and expenses of regular employees of the company
shall be included in this account.

224.

Insurance

This account shall include the cost of commercial insurance to protect the
company against losses and damages, except insurance relating to construction activities.
Include in this account premiums paid for fire, fidelity, casualty, burglary, public liability, and property damage, and other forms of insurance
coverage; and incidental expenses incurred in connection with procuring
insurance.
Recoveries from insurance companies for loss or damage shall be credited to the account chargeable with the loss or damage.
NOTE A.—It is not intended that this account shall include costs incurred by the company in rendering insurance service to an associate company under a contract providing
for such service.
NOTE B.—No amount for salaries and expenses of officers and employees in the regular
employ of the company shall be included in this account.
NOTE C.—The excess cost (premiums paid, less cash surrender value) of insurance on
lives of officers and employees shall be charged to account 228, "Other expenses", when
the company is the beneficiary of such insurance. Premiums paid by the company for
group life insurance for employees shall also be charged to account 228, "Other expenses."
NOTE D.—Premiums paid for insurance carried in connection with construction activities of the company shall be charged to account 227, "Construction equipment supplies
and expense."

225.

D u e s and M e m b e r s h i p s

This account shall include, except as prohibited by rules, regulations, or
orders of the Commission, initial fees paid by the company for membership
in trade or other associations and annual or other periodic dues to such associations for continuing membership therein; also, dues and membership
fees assumed and paid by the company on behalf of employees for membership in technical societies or other professional organizations.
226.

C o n t r i b u t i o n s and D o n a t i o n s

This account shall include contributions or donations by the company,
such as contributions or donations to community chests or other com-
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munity welfare organizations, and contributions or donations having a
direct or intimate relation to the welfare of its employees.
NOTE.—The records supporting the charges to this account shall be kept in a manner to
show, in respect of each contribution or donation, the identity of the organization, institution, or person receiving the contribution or donation, the purpose thereof, and the
amount.

227. Construction Equipment Supplies and Expense
This account shall include the cost of supplies and expense, including
items having an expected life in service of not more than 1 year, incurred in
connection with the operation and maintenance of equipment used for construction purposes, when the company maintains a construction department devoted to the performance of construction contracts under which the
company undertakes to perform construction work for associate companies
or others.
Subaccounts shall be provided on the books of the company to show
without further analysis the amount of each of the principal classes of
expenditures chargeable to this account, as follows: (a) operating supplies
and expense, (b) repairs and maintenance, (c) provision for depreciation,
(d) rentals. Such additional subaccounts shall be provided as are necessary to disclose a comprehensive analysis of the charges to this account.
The provision for depreciation shall include, annually, such amounts
as are charged to operation for depreciation of property included in
account 101, "Construction equipment."
NOTE A.—It is not intended that this account shall include expenditures for materials
which are directly applied and constitute a physical part of the completed project.
NOTE B.—Salaries and expenses of regular employees of the company shall be included in account 210, "Salaries", and account 211, "Expenses of officers and
employees."

228. Other Expenses
This account shall include all operating expenses not provided for
elsewhere.
Include in this account the cost of printing legal briefs and papers not
chargeable to other accounts, losses not covered by insurance, cost of
insurance on lives of officers when the company is the beneficiary of such
insurance; premiums on group life insurance for employees and other
employees' welfare expense; losses from foreign exchange; cost of publishing
reports to stockholders, notices of stockholders' meetings, election of
directors, and other corporate and financial notices; and expenses not
properly chargeable to other accounts.
240.

Taxes

This account shall include Federal income, capital stock, social security
or other Federal taxes; and State, county, municipal, and other taxing
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district taxes, applicable to the period for which the income account is
stated. Taxes accrued through this account prior to their payment shall be
credited to account 163, "Accrued taxes."
This account shall be kept in such manner as to show the amount of each
class of taxes.
241. Interest
This account shall include (a) the amount of interest accrued during the
period for which the income account is stated on actually outstanding
interest bearing obligations of the company, and (b) amortization of longterm debt discount and expense.
NOTE.—Interest expressly provided for and included in the face amount of obligations
issued shall be charged at the time of issuance to balance sheet account 120, "Prepayments", and cleared to this account as the term expires to which the interest applies.
DISTRIBUTION OF

INCOME

250. Income Distributed t o Associate Companies
This account shall include distributions of income to associate companies
other than as dividends on capital stock. Dividends on capital stock shall
be accounted for as provided in earned surplus account 311, "Dividends".
N O T E . — I t is not intended that this account shall include adjustments arising from
overbilling or underbilling for services rendered at cost. Such adjustments, if any,
should be made in income account 200, "Service rendered at cost."

E A R N E D SURPLUS ACCOUNT
191. Earned surplus (at beginning of period).
300. Net income balance.
305. Other credits to earned surplus.
Total.
310. Surplus distributed to associate companies.
311. Dividends.
315. Other debits to earned surplus.
Total.
191. Earned surplus (at end of period).

EARNED SURPLUS ACCOUNTS
300. N e t Income Balance
This account shall include the net balance resulting from closing at the
end of each fiscal year the income primary accounts 200 to 250, inclusive.
305. Other Credits to Earned Surplus
This account shall include all amounts properly creditable to earned
surplus not provided for elsewhere.
This account shall be so kept that the company can readily furnish
details as to the nature and amount of each item credited to the account.
310. Surplus Distributed to Associate Companies
This account shall include such distributions of earned surplus as the
company may make to associate companies other than dividends on capital
stock.
311. Dividends
This account shall include dividends on capital stock actually outstanding.
A subaccount shall be kept for dividends on each class of stock.
315. Other Debits to Earned Surplus
This account shall include all amounts properly chargeable to earned
surplus not provided for elsewhere.
This account shall be so kept that the company can readily furnish
details as to the nature and amount of each item charged to the account.
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